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INTRODUCTION 



1.1 The Office is seeking views on the use of group licensing under the Consumer 
Credit Act 1974. 

1.2 You are invited to send written comments in response to the questions posed in 
this document by 30 April 1994. They should be sent to: 

Paul Lievens 
Office of Fair Trading 
Room 213, Field House 
15-25 Bream’s Buildings 
London EC4A IPR 

Fax 071-269 8800 

Please also contact Mr Lievens if you have any queries about this document or 
the legislation itself. Further copies of the document should, however, be 
obtained from: 

Office of Fair Trading 

PO Box 2 

Central Way 

Feltham 

Middlesex 

TW14 OTG 

Tel 081-398 3405 

Fax 081-893 2558 

1.3 It is the Office’s intention to make all written submissions publicly available 
and they should be prepared and submitted on that basis. Nevertheless, if you 
wish to make all or part of your submission in confidence, you should indicate 
this clearly and the Office will scrupulously respect your wishes. 

1.4 The Office may arrange a public hearing to ensure the best possible discussion 
of the issues arising from this consultation. 

1.5 The Office would also be interested to hear from any bodies which believe that 
they might appropriately become group licence holders. 
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BACKGROUND 



2.1 The Consumer Credit Act provides for the Director General of Fair Trading to 
issue two kinds of licence: a standard licence, issued to a particular trader 
and covering only that trader’s business; and a group licence, covering ‘such 
persons and activities as are described in the licence’. The Director General 
may issue a group licence only if he considers that the public interest is better 
served by doing so than by making those concerned apply for individual 
standard licences. A summary of the law relating to group licences is given in 
Appendix A. One particularly noteworthy point is that a group licence may not 
authorise any of those covered by it to canvass debtor-creditor-supplier or 
regulated consumer hire agreements off trade premises; anyone wishing to do 
this will need a standard licence with the appropriate endorsement. 

2.2 At 1 January 1993, there were 16 group licences in effect, as follows: 



Organisation 


Categories 
of business^ 


Persons and 




organisations 

covered 


Law Society- 


A,C,D,E 


58,586 members 


Law Society of Scotland 


A,C,D,E 


7,491 members 


Law Society of Northern Ireland 


A,C,D,E 


1,402 members 


National Association of Citizens Advice Bureaux 


D 


719 bureaux 


Age Concern England 


D 


330 organisations 


Chartered Assn, of Certified Accountants 


A,C,D 


2,786 members 


Institute of Chartered Accountants in England 
& Wales 


A,C,D 


25,714 members 


Institute of Chartered Accountants in Ireland 


A,C,D 


443 members 


Institute of Chartered Accountants of Scotland 


A,C,D 


1,495 members 


Citizens Advice Scotland 


D 


65 bureaux 


Local Enterprise Agencies 


C,D 


433 agencies 


Federation of Independent Advice Centres 


D 


729 members 


Higher Education Institutions 


C 


594 establishments 


Scottish Enterprise 


A,B,C,D 


13 companies 


Highlands and Islands Enterprise 


A,B,C,D 


10 companies 


Institute of Business Counsellors 


D 


1,094 members 



2.3 These group licences fall into two broad categories. The first comprises advisory 
organisations whose purposes are broadly altruistic. Several of their licences are 
limited to debt counselling and debt adjustment only. The second category 
comprises professional bodies for solicitors and for chartered and certified 
accountants. These are both professions which have a defined legal status and 
privileges available only to members of the relevant professional body. 



Licence categories are as follows: 



A 


Consumer credit business 


B 


Constimer hire business 


C 


Credit brokerage 


D 


Debt adjusting and debt counselling 


E 


Debt collecting 


F 


Credit reference agency 
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2.4 The figures for group licences may be compared with some 300,000 standard 
licences in effect at the same date. However, the number of standard licences 
actually active is significantly smaller; the Office estimates it to be around half 
the total that are in effect. 
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3 POSSIBLE EXTENSION OF GROUP LICENSING 

af-t-rarfinns It would Eccord with, the 

3.1 An extension of group licensing has ht prove cheaper 

Government’s policy of encouraging self-regulation ana g P 
fhan if those covered had to seek standard licences. It can be justm , 
horeveronV?f those who may be licensed in this way. and if 

it does not detract from consumer protection, 
q 9 The Director General would therefore be willing to issue new group licences 

“ " ,Md. oouM M. tl..< *2,“ iXlh. 

means to check the fitness of members to engage m the activities covered by me 
Cnee i would also need to be able to investigate any emdence which 
selmed to cSt doubt on members’ continued fitness, to discipline “^rs and 
if necessary to remove them from coverage. These procedures would need to be 
feir an^n to be so. Although they would not need to appl^pre^^^^^^^^^ the 
same criteria in precisely the same way as those applied by the Director 
General in relation to standard licences, the “^nll ^pPr^^^. 
level of consumer protection offered, would need to be simila • 
tCefCbCoking for disciplinary procedures broadly comparable m ngoim 
“Cse of the lIw Societ^. and capable of dealing with complaints about 

individual members, from whatever source. 

The Office would also want to receive details of members against whom action 
Sd Cn taCn This would give the Office warning should they subsequently 

apply for a standard licence. 

3 4 Although the Director General has powers to exclude any person from any 
group licence, any scheme which relied as a matter of routine on 
investigating individual cases and determimng whether a person should be 
excluded would negate most of the benefits of group licensing. 



3.3 



3 5 There seems to be little problem in principle in issuing further group licences to 
hona fide altruistic organisations, particularly if those licences are limited in 
scope. Such organisations will, of course, need to demonstrate that they have 
adequate controls over those who operate under the licences. However, their 
fundamentally non-commercial nature, and the limited opportunities for 
exploitation inherent in the categories covered, go a long way to reduce any 
risks to consumers. 



3.6 Professional bodies are in a different position. Their members are usually 

individuals. Those individuals are engaged in commercial activity and typically 
occupy positions of trust. There is a real opportunity for any who are so 
inclined to exploit consumers for their own benefit. However, such bodies 
typically have a strong control over entry to the profession. In addition to 
requiring formal qualifications, they typically expect new members to have 
served some period of ‘apprenticeship’ with an experienced professional. This 
does not serve only as a training period; it also allows the profession to assure 
itself of the fitness of any new entrant. Coupled with this pre-entry scrutiny, 
professional bodies often have disciplinary procedures which can fulfil the 
requirements mentioned in paragraph 3.2. 
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3.7 A question of particular interest to the Office is whether there are other kinds 
of body to whom group licensing could be applied. In particular, could any 
trade associations appropriately hold licences? Some trade associations do 
have a good record in establishing codes of conduct and ensuring that their 
members adhere to them. They often know their sectors, and the players in 
them, better than outsiders can hope to do. 

3.8 If group licensing were extended in this way, the Office would not want to 
create new concentrations of power by making it mandatory for traders in a 
particular sector to join a particular association. Hence any business operating 
in the sector which required a credit licence would be able either to join the 
association and operate under the association’s licence, or to seek its own 
standard licence. Existing monopolies, such as that of the Law Society, do not 
rely on consumer credit for their justification and, in any event, those covered 
by their group licences are still free to seek standard licences of their own. 

3.9 One area of potential difficulty concerns the ability of organisations to take a 
view on the fitness of applicants before they are covered by the group licence. 
Trade associations in particular are not always equipped to do this and might 
well have to establish new mechanisms. The Office would of course need to be 
satisfied as to their adequacy. 

3.10 Some trade associations do not admit traders to full membership until they 
have served a period of provisional membership. This provides an opportunity 
for their trading behaviour to be assessed, though it does not provide any check 
on past behaviour, convictions, etc. One suggestion might be that a group 
licence issued to such an organisation should cover only full members. 

However, since it is illegal to carry on consumer credit business without a 
licence, any trader for whom the ability to do such business was essential would 
need a licence as soon as he began to trade. If the trader was outside the scope 
of the group licence, they would need to apply for a standard licence of their 
own, and it is difficult to see how being covered by the group licence later would 
be a benefit. So if licensing is essential for the business, a trade association 
holding a group licence could not rely on the trader’s record as a basis for 
allowing them to be covered by that licence. 

3.11 Group licensing might be easier for associations in areas where credit is 
ancillary to the main activity. For example, an electrical retailer can trade for 
some time without offering credit. They could join a trade association which 
could monitor their record for some time before allowing the trader the benefit 
of its group licence. A moneylender, on the other hand, needs the benefit of 
either a group licence or an individual standard licence from the moment they 
begin to trade. Nevertheless, the vast majority of applications for licences 
covering credit broking are from new businesses. This implies that even those 
for whom credit is not in principle essential want to be able to introduce 
consumers to sources of finance as soon as they start trading. 

3.12 The question of disciplinary mechanisms has already been referred to 
(paragraphs 3.2 and 3.3). A further point is particularly relevant to trade 
associations. Some associations are dependent either financially or for their 
influence on a small number of large companies. It is doubtful, or at least may 
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be seen by outsiders as doubtful, whether an association in this position could 
discipline one of its large members effectively. 

3.13 There may be other possibilities for group licensing. For example, some 
finance companies work through networks of agents who themselves hold 
standard licences. It has been suggested that they might instead be covered by 
a group licence issued to the finance company. The finance company would 
then bear the main responsibility for the integrity of its agents and their 
subsequent control. Some direct selling companies who offer credit work in a 
similar way. 
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4 



QUESTIONS 



4.1 The Office would be interested to receive comments on any aspect of group 

licensing, in any form that respondents consider appropriate. The Office has, 
however, identified a number of questions which may help you structure your 
replies. 

Q1 What has been the experience of the present group licences? 
Have they caused any problems either of operation or of consumer 
protection? If so, are there changes that might alleviate these 
problems? 

Q2 Are there other organisations, similar to those already holding 
group licences, which might meet the requirements for new licences to 
the benefit of both members and consumers? 

Q3 Could trade associations hold group licences on behalf of their 
members? How might they overcome the potential problems identified 
in paragraphs 3.9, 3.10 and 3.12 above? What would be the likely costs 
and benefits? 

Q4 Are there any conditions not identified in this document that the 
Director General should require before granting new group licences? 

Q5 Are there any other kinds of body that might hold group 
licences, bearing in mind the questions raised above? 

Q6 Should the legal prohibition on canvassing credit agreements off 
trade premises under a group licence be changed? 
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APPENDICES 



A A SUMMARY OF THE LAW RELATING TO GROUP 
LICENCES 

A1 A consumer credit licence is required to carry on one or more activities of 
consumer credit, consumer hire, credit brokerage, debt adjusting, debt 
counselling, debt collecting and credit reference agency [categories A-F 
respectively except that debt adjusting and debt counselling form a single 
category D]. 

A2 A licence granted by the Director General may be either a standard licence or a 
group licence. A standard licence is issued to a person named in the licence on 
an application made by him, and covers such activities as are described in the 
licence. The word ‘person’ here has its legal meaning, so a standard licence 
may be granted to a sole trader, body corporate, unincorporated body of persons 
or partnership. For example, many standard licences are issued to limited 
companies. A group licence may be issued on the application of any person or 
of the Director General’s own motion and covers such persons and activities as 
are described in the group licence. 

A3 The Director General may issue a group licence only if it appears to him that 
the public interest is better served by doing so than by obliging the persons 
wishing to be covered by the group licence to apply separately for standard 
licences. 

A4 Where a group licence is granted, the persons covered by it may be described by 
specific words, such as ‘solicitors holding a practising certificate’, or in any other 
way the Director General thinks fit to identify the group. The general words 
may be coupled with the exclusion of named persons. 

A5 The fact that a person is covered by a group licence in respect of certain 

activities does not prevent them applying for a standard licence in respect of the 
activities covered by the group licence or any other activities not so covered. 
Where a person wishes to carry on any activities which are not covered by the 
group licence they will, in any event, require a standard licence to cover the 
additional activities. 

A6 A group licence issued in response to an application is issued to the person 
making the application. When a group licence is issued, whether on an 
application or on the Director General’s own motion, the Director General is 
required to publish a general notice ‘at a time and in a manner appearing to 
him suitable for securing that the notice is seen within a reasonable time by 
persons likely to be affected by it’. 

A7 A group licence cannot enable the persons covered by it to canvass off trade 
premises debtor - creditor - supplier agreements or regulated consumer hire 
agreements. Where a person covered by a group licence wishes to engage in 
these activities they will need to obtain a standard licence specifically 
authorising them to do so. 
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AS A eroup licence can be granted for such period as the Director General thinks 
fit™ he tHnfe fit, foT an indefinite period. Where a group hcenee is for a 
fiLfl’nprind it can be renewed by the Director General on application by the 
Snra?phcr or any Lens^^^ under the group licence or of his own motion. 

A9 Once a group licence is granted or renewed, its terms as to description of 
persons and activities it covers can be varied on request. 

AlO The Director General has the power to: 

□ refuse an application for a group licence, 

erant a group licence in terms different from those applied for, for 
example, by covering a narrower class of persons or, by not granting a 
licence covering all the activities applied for; 



O 



All 



A12 



A13 



grant a group 



licence but exclude any named person or persons from it. 



□ 

o 



refuse to renew a group licence; 

refuse an application to vary a group licence; 

compulsorily vary the terms of a group licence. 



A14 



A15 



□ revoke or suspend a group licence. 

Where any of the powers given in the preceding paragraph is exercised by the 
Director General he gives a notice stating the reasons for the actum e is 
minded to take and invites written and/or oral representations to be made to 
him. In the case of compulsory variation, revocation or suspension of a group 
licence this notice is given in the form of a general notice inviting any licensee 
to submit written and/or oral representations. 

In reaching his determination the Director General takes into account any 
representations made to him and gives a Notice of Determination giving his 
reasons to the persons who were invited to make representations. Where th 
invitation to submit representations was required to be given by general notice 
the Director General is required to give general notice of his Determination. 

In the case of an adverse determination the persons affected have the right to 
appeal to the Secretary of State and thereafter to the High Court on a point of 

law. 

The Director General is required to give a general notice when he issues, 
renews, varies, revokes, suspends or ends the suspension of a group licence. 

The provisions relating to group licences are given in sections 22, 23, 27-33 and 
41 of the Consumer Credit Act 1974. 
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B CONSULTATION LIST 



Abbey Life Assurance Company Limited 
Age Concern 

Allied Dunbar Assurance Pic 

Association of British Chambers of Commerce 

Association of British Credit Unions 

Association of British Insurers 

Association of British Travel Agents 

Bank of England 

British Bankers Association 

British Carpet Manufacturers’ Association 

British Dental Association 

British Furniture Manufacturers’ Federation 

British Insurance and Investment Brokers Association 

British Medical Association 

British Plastics Federation Windows Group 

British Retail Consortium 

British Veterinary Association 

British Wood Preserving and Dampcourse Association 

Building Societies Association 

Chartered Association of Certified Accountants 

Chartered Institute of Building 

Citizens Advice Scotland 

Clifibrd Chance 

Committee of Vice-Chancellors 

Confederation of British Industry 

Consumer Credit Association (UK) 

Consumer Credit Trade Association 

Consumers’ Association 

Corporation of Finance Brokers 

Council of Mortgage Lenders 

Council for the Registration of Gas Installers 

Credit Card Research Group 

Credit Services Association 

Department for Education and Science 

Department of Health 

Department of Trade and Industry 

Eagle Star Life Assurance Company Limited 

Electrical Contractors Association 

Electrical Contractors Association of Scotland 

Encylopaedia Britannica 

Federation of Independent Advice Centres 

Federation of Master Builders 

Federation of Small Businesses 

Finance and Leasing Association 

Finance Industry Standards Association 

Financial Intermediaries Managers and Brokers Regulatory Association 
Forum of Private Business 
Funeral Planning Council 
Funeral Standards Association 
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General Consumer Council for Northern Ireland 
General Dental Practitioner’s Association 
Glass and Glazing Federation 
Headmasters’ Conference 
Highlands and Islands Enterprise 
House Builders Federation 
Incorporated Society of Valuers and Auctioneers 
Independent Schools Information Service 
Institute of Business Counsellors 

Institute of Chartered Accountants in England and Wales 

Institute of Chartered Accountants in Ireland 

Institute of Chartered Accountants in Scotland 

Institute of Credit Management 

Institute of Directors 

Institute of Insurance Brokers 

Institute of Legal Executives 

Institute of Personnel Management 

Institute of Plumbing 

Institute of Trading Standards Administration 
Investment Management Regulatory Organisation 
Law Centres Federation 
Law Society 

Law Society of Northern Ireland 

Law Society of Scotland 

Legal & General Assurance Society Limited 

Liberty Life Assurance Company Limited 

Life Assurance and Unit Trust Regulatory Organisation 

Local Authorities Co-ordinating Body on Trading Standards 

London Personal Finance Association 

London and Provincial Antique Dealers Association 

Mail Order Traders Association 

Manulife Group Limited 

Money Advice Association 

Motor Cycle Industry Association of Great Britain 
National Association of Citizens Advice Bureaux 
National Association of Estate Agents 
National Association of Funeral Directors 
National Association of Health Authorities and Trusts 

National Association of Plumbing, Heating and Mechanical Services Contractors 

National Association for Pre-Paid Funeral Plans 

National Consumer Council 

National Consumer Credit Federation 

National Federation of Consumer Groups 

National Pawnbrokers Association 

Northern Ireland Department of Economic Development, 

Trading Standards Branch 
Pearl Assurance Pic 
Personal Investment Authority 
Plastics Window Federation 
Policy Studies Institute 

Providence Capitol Life Assurance Company Limited 
Qualitas Furnishing Standards 
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Radio, Electrical and Television Retailers Association 
Retail Credit Group 
Retail Motor Industry Federation 
Richards Butler 

Royal Institution of Chartered Surveyors 
Royal Life Assurance Limited 
Save & Prosper Insurance Limited 
Scottish Consumer Council 
Scottish Enterprise 

Scottish Federation of Independent Advice Centres 

Scottish Financial Enterprise 

Scottish Motor Trade Association 

Securities and Futures Association 

Securities and Investments Board 

Society of Allied and Independent Funeral Directors 

Society of Motor Manufacturers and Traders 

Society of Practitioners in Insolvency 

Standing Conference of Principals 

Textile Services Association 

Timeshare Council 

Vehicle Builders and Repairers Association 
Welsh Consumer Council 



All Chief Trading Standards Officers in Great Britain 
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